
COMMONWEALTH OF KENTUCKY 

BEFORE THE P U B L I C  SERVICE COMMISSION 

* * * * * 

I n  t h e  Matter of: 

ADMINISTRATIVE 
CASE NO. 269 

THE SALE AND DETARIFFlNG OF 
EMBEDDED CUSTOMER PREMISES 
EQUIPMENT 1 

O R D E R  

I T  IS ORDERED t h a t  General Telephone 

('GTKYI) s h a l l  f i l e  a n  o r i g i n a l  a n d  t e n  cop 

Company of K e n t u c k y  

e s  of t le f o l l o w i n g  

i n f o r m a t i o n  w i t h  t h e  C o m m i s s i o n  w i t h  a c o p y  t o  the A t t o r n e y  

G e n e r a l  by November 22, 1965. GTKY s h a l l  also f u r n i s h  w i t h  each 

r e s p o n s e  t h e  name of the w i t n e s s  who w i l l  be a v a i l a b l e  at t h e  

p u b l i c  h e a r i n g  for r e s p o n d i n g  to  questions c o n c e r n i n g  each area of 

i n f o r m a t i o n  r e q u e s t e d .  If n e i t h e r  t h e  reques ted  i n f o r m a t i o n  n o r  a 

m o t i o n  for an e x t e n s i o n  of t i m e  is f i l e d  by t h e  s t a t e d  d a t e ,  the 

case may be d i s m i s s e d .  

1. Provide t h e  d o l l a r  amount  of r e l a t e d  a s se t s  ( l a n d ,  

b u i l d i n g s ,  e tc . )  associated w i t h  embedded CPE: 

a. o r i g i n a l  cost; 

b. market v a l u e ;  

c. a l l o c a t i o n  procedures u s e d ,  i f  any:  

d. property t a x  records showing  l a t e s t  a s s e s s e d  v a l u e  

and statement a8 to  t h e  d a t e  t h e  property was last 

assessed (copy). 



2. P r o v i d e  all working papers u s e d  i n  t h e  n e t  p r e s e n t  

value s t u d y  s p o n s o r e d  by  Mr. G u i l f o i l e  and  i n d i c a t e  w h a t  

a s s u m p t i o n s  were used i n  a r r i v i n g  a t  t h e  v a l u e s ,  b o t h  imp l i c i t  a n d  

e x p l i c i t  . 
3. Provide s e n s i t i v i t y  a n a l y s i s  o n  t h e  net p r e s e n t  v a l u e  

s t u d y  s p o n s o r e d  by Mr. G u i l f o i l e .  

4 .  D i d  you  r e f l e c t  a l l  a d j u s t m e n t s  for t h e  amounts 

included in E x h i b i t  TB-1 f o r  t h e  d i f f e r e n c e  i n  e a c h  company ' s  

a c c o u n t i n g  practices and management decisions, i n  order to  p r o v i d e  

a c o n s i s t e n t  c o m p a r i s o n  of t h e  i n d e p e n d e n t  t e l e p h o n e  c o m p a n i e s  

(e.g. r e t i r e m e n t  policies,  etc.)? 

5 .  P r o v i d e  work ing  papers showing  d e r i v a t i o n  of t h e  7 7  

p e r c e n t  and  62 p e r c e n t  i n d i c a t e d  o n  page 6 of Tony Brumagen ' s  

pref iled testimony r e g a r d i n g  i n - p l a c e  sales. 

6. Are you c u r r e n t l y  selling embedded CPE a t  n e t  book 

value? Were any key or  sma l l  PBXs s o l d  below or  above  n e t  book? 

How many of t h e  200 n e t  book cost  d e t e r m i n a t i o n s  were a c t u a l l y  

q u o t e d  to  CPE customers as prices to b u y  t h e i r  CPE? (See Gary 

Avery's t e s t i m o n y  a t  p a g e  9.) 

7. Have a d j u s t m e n t s  b e e n  made to  t h e  f i g u r e s  i n  t h e  

e x h i b i t s  to  accurately d e l e t e  the d i f f e r e n c e  r e s u l t i n g  b e t w e e n  CPE 

per books and  a c t u a l  CPE i n  i n v e n t o r y ?  If so, p r o v i d e  w o r k i n g  

papers. What is the d o l l a r  amount  of t h i s  d i f f e r e n c e ?  

8 .  When A r t h u r  Ander son  c o n d u c t e d  i t n  a u d i t ,  w a s  the 

difference between n e t  book value and  marke t  v a l u e  b r o u g h t  to  your 

a t t e n t i o n ?  What a c t i o n s  were i n i t i a t e d  by G e n e r a l  to correct t h e  

d e f i c i e n c y ?  P r o v i d e  d o c u m e n t a t i o n  of t h o s e  act ions.  
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9.  E x h i b i t  TB-I11 s h o w s  t h e  n e t  book cost €or t h e  m o s t  

common CPE s i n g l e - l i n e  e q u i p m e n t .  I f  a v a i l a b l e ,  p r o v i d e  t h e  s a m e  

i n f o r m a t i o n  for other  s i n g l e - l i n e  e q u i p m e n t .  

10 .  P r o v i d e  a l i s t  of t h e  factors  t h a t  w e r e  c o n s i d e r e d  i n  

d e t e r m i n i n g  t h e  q u a n t i t y  of p u r c h a s e s  for CPE.  

11. P r o v i d e  a r e v i s e d  E x h i b i t  TB-I  which  i n c l u d e s  a l l  

r e l e v a c t  i n v e s t m e n t  i n  A c c o u n t s  231  and 2 3 4  for General  T e l e p h o n e .  

1 2 .  E x h i b i t  TV-I1 shows n e t  book v a l u e s  of $9 .2  m i l l i o n  and 

$7 .1  m i l l i o n  for 1989  and  1990  r e s p e c t i v e l y .  Page  8 o f  t h e  

A p p l i c a t i o n  for R e h e a r i n g  d a t e d  S e p t e m b e r  30, 1 9 8 5 ,  i n d i c a t e s  

t h e s e  f i g u r e s  t o  be $ 8 . 0  m i l l i o n  and $ 4 . 6  m i l l i o n  for 1989  a n d  

1990 r e s p e c t i v e l y .  Why a re  t h e s e  f i g u r e s  d i f f e r e n t ?  P r o v i d e  

working  papers . 
13. P r o v i d e  t h e  t o t a l  do l l a r  amount  of i n v e s t m e n t  for  each 

c a t e g o r y  l i s t e d  i n  E x h i b i t  TB-111. Also  p r o v i d e  t h e  same d a t a  for 

12-31-85, 12-31-86, and 12-31-87. 

14. What is t h e  amount  of d e f e r r e d  t a x e s  and  i n v e s t m e n t  

credi ts  a n t i c i p a t e d  to  be t r a n s f e r r e d  a t  12-31-87? P r o v i d e  

work ing  papers. 

15. P r o v i d e  copies of a l l  a d v e r t i s i n g / c u s t o m e r  ccntact 

e f fo r t s  to  sel l  embedded CPE and new CPE. I n c l u d e  da tes ,  b i l l  

i n s e r t s ,  media selected , employee  i n s t r u c t i o n s ,  i n t e r v i e w s ,  etc. 

A p p r o p r i a t e l y  i d e n t i f y  w h e t h e r  these w e r e  d i rec ted  toward  new o r  

embedded. A l s o  i n d i c a t e  t o  whom t h e y  were d i r e c t e d ,  a d v e r t i s i n g  

d o l l a r s  spent, and w h e r e  these w e r e  made /p laced .  

16.  When w a s  E x h i b i t  G A - I  developed? W h a t  d a t e ( s )  w e r e  t h e  

price quotes for t h e  m a r k e t  c o m p a r i s o n  t a k e n ?  
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17. What p e r c e n t  of embedded CPE is the t y p e  o n  page  8 of 

Gary  A v e r y ' s  t e s t i m o n y  which  d o e s  n o t  h a v e  t h e  s p e c i f i c  f e a t u r e s  

to which he refers? 

18. Have m a r k e t  s t u d i e s  b e e n  c o n d u c t e d  t o  i n d i c a t e  t h e  

demand f o r  t h e  b a s i c  e q u i p m e n t  i d e n t i f i e d  i n  r e s p o n s e  t o  I t e m  17 

above? I f  so, p r o v i d e  copies. 

19. Could  t h e  f e a t u r e s  r e f e r r e d  t o  be added  t o  t h e  

equ ipmen t  w h i c h  l acks  those f e a t u r e s ?  

20. P r o v i d e  m a r k e t i n g  s t u d i e s  to  show a n t i c i p a t e d  sa les  by 

q u a n t i t y ,  t y p e  a n d  d o l l a r  amoun t s  t h a t  w e r e  c o n d u c t e d  b y  GTKY 

pr ior  t o  d e t a r i f f i n g .  

21. Why h a s  G e n e r a l  l i m i t e d  its m a r k e t i n g  e f fo r t s  r e l a t e d  

to  i n - p l a c e  CPE to  t h e  s u b s c r i b e r s  i n d i c a t e d  i n  Gary  A v e r y ' s  

t e s t i m o n y  a t  p a g e s  6 - 7 3  Why w e r e  a l l  s u b s c r i b e r s  n o t  a d v i s e d  of 

t h e  o p p o r t u n i t y  to  buy i n - p l a c e  CPE? 

Done a t  F r a n k f o r t ,  Ken tucky ,  t h i s  15th day of ?bv&er, 1985. 

PUBLIC SERVICE COMMISSION 

/e---Ld&#, 7&--+d 
For the Commission 

ATTEST: 

S e c r e t a r y  


